Dear Mr. Speaker/Mr. Presideng^X ^^.A-^TSifi JL***3k 



The Soviet invasion ot Afghan ratan una the 'ina Valla t ion of 

' \ 

a puppet government is an extremely serious threat to peace. 

v 

The Soviets 1 aggression threatens vital U.S. security and 
foreign policy interests: 



— It places the Soviets within aircraft striking range of 
the vital oil resources of the Persian Guit; 

— It threatens a strategically located country, Pakistan; 

— It poses the prospect of increased Soviet pressure on 
Iran and on other nations in the Midule bast; 

— Above all, it shows that tne Soviets will use torce to 
take over a neighooring country. 

The Soviets' conduct demands vigorous and decisive response 
by the United States. I intend to show the U.S.S.R. in 
tangible ways that aggression is coistiy and wlLI ue met with 
tirmness* 







To accomplish this* I .have* as one of a range of measures, 

directed the Secretary ot Commerce to restrict exports and 

re-exports of certain agricultural commodities from the United 

States to the U.S. S,R* # except for exports of wheat ana fcorn 

VU -tt-S'7 usX*^^ 
authorized under, the ^Aqieement ^ the Supply of fcr^yA r>f 

*. . , 

October 20 # 1975. These restrictions became eftvctive January 

7, 1980 under regulations issued by the Department of 

Commerce. The restrictions were initially maoe applicable to a 

broadly described group of agricultural commodities and 

products as a means of quickly achieving the o&jective of 

s topping exports of . itcms^feignif icant in terms of the grounds 

on which I ac ted/ The Department of Commerce is revising the 

list to eliminate items for whicn controls are not warranted. 

I have acted under authority oi .sections : j and 6 oi th«i 
Export Administration Act of 197b. I transmit heiewith my 
report pursuant to Sections o(e) and 7(g)(3) of tne Act. 



<s 






r 



,*— take this acrtan^recogniztng that other -countries are t • • * *.' 
major exporters *oT agf icuituraT"*commodi ties. At my direction, 
United States of f icials ^a^e^con slitting with . 'other major 
agricultural exp6rte#evt : o seek their .cooperation "in rv iT*r irfiTi ~"" 
their own_ exports in harmony with our actions. «wf--negoti at ions 
to this end will continue^ \l haver not vbeen ii\ a poailiun fed ■ 



a ct wi*h lull KnuwlLdyi m k the extent to which such 

agricultural commodities may be available to the Sovipts Lrom 

other sources. I considered the repot to of the Soviet 

agression and the consequences of a la i lure to take proitpt and *""~ 

decisive action andj determined, pursuant to Section 4(c) of the 

Act, that falyi r nu n r fhr» rvt-rnt n l availabilit^ - fhfaiTrfffncg of^*' r ^ 

such controls would prove detrimental to the foreign polic y ana , 2 



national securi 



ity interests of the United States, C -7^- 

Furtner. pursuant to Section Md) of the Act, I have 
determined that reasonable efforts are being made to achieve 
the purposes of these controls through alternative means; 
nevertheless- . such alternatives would not comparably advance 
the foreign policy and national security interests of the 7- 

— — — — — * •"" Ofttt^^B T* * - m u rn* "". " | (1 

United States. <kk*~^»b*~ ■ W^v. 

I have also directed that the Secretary of Commerce, in 
consultation with the Secretary ot Detense anu otner 
appropriate officials, review and revise our policy wich 
respect to the export ol high technology ana other strategic 
items to the Soviet Union. This review is to proceed with tue 
utmost urgency. Effective Januaiy 11, iybO the Department of 
Commerce suspended all outstanding licenses and authorizations 
for exports to the Soviet Union ana announced that it has 



suspended the issuance ot new licenses ana autnorizat ions- The 
review I have directed will also consider whetner validated 
licenses should i*c required fur any other uxfjor'ts current Ly 
permitted to the Soviet Union under general license* Thfe 
Secretary of Commerce has announed on January 11, 19a0 his 
denial following expedited review on n itional security grounds 
of eight license applications lor export of high technology 
items to the Soviet Union. 



Sincere ly r 



.iinuuy CartLi 



Restrictions on Agricultural Commodity exports to the USSR: 

Report to the Congress Pursuant to the 

Export Administration Act of 197V 

i 
Acting pursuant to a Presidential directive issued an January 

7, 1980 under the authority of Sections L> dnci 6 of the export 

Administration Act of 1979 f the Department of Coimaerce has 

issued rules effective 11:59 pm January 7, idau, restricting 

the export of certain agricultural commodities and products to 

the Soviet Union. (45 Fed. Reg* 1863, Jan. 9, 1980) . This is 

the Report required by Sections 6(e) and 7(g) (3) of the Act 

witn respect to the imposition of these export controls. 

These Restrictions Furthei Signific ant ly U.S. National 
Security and Foreign Policy Interest:; 

The Soviet invasion of Afghanistan and the installation of 
a puppet government is an extraordinary ana grave act of 
aggression which threatens vital U.S. security and foreign 
policy interests. Tnis invasion in an extremely serious threat 
to peace. 

— It places the Soviets within aircraft striking range of 
the vital oil resources of the Persian Gulf; 



~ It threatens a strategically located country, Pakistan; 



-- It poses the prospect of i'ncrca:sc*fl Soviet pressure on 
Iran and on other nations of the Middle East; { 

•• Above ally it shows that the Soviets will use force to 
take over a neignboring country. 

These extraordinary circumstances demand prompt and 
forceful responses by the United States* We cannot continue i 
do business as usual with the Soviet Union in the face of thei 
blatant aggression, accordingly-, restrictions have been place 
on agricultural exports to the USSR, These exports make a 
substantial contribution to Soviet ;vtrepgth. Tneir iijuitatioi 
is a critical element ii. our cLfoct > to «n:uiion:;tiaU to the us- 
in tangible ways that it cannot engage in aggression with 
impunity. 

Frooability o£ Success , The restrictions will achieve 
their intended purpose because they will have a significant 
impact on the Soviet economy. They wilL impress upon the 
Soviet people the consequences of their government's actions. 
The restrictions will mean the loss ot up to half of projectec 
grain imports for FY 1980. Combined with the 48 million ton 
shortfall from planned 1979 



production, the effect will be a ma jot reduction in 
availability of livestock feed and, in turn a significant 
reduction in USSR moat production. The supplies covered fo/ 

these controls would make a significant con tri out ion to the 
military potential of the Soviet Union which would prove 
detrimental to the national security ot Lite or the Un iteo 
States. 



e 



Moreover, i nrntuLU hiih the governments of other major j/ 

Jtc.x^ 0*Qf%J3£4 ' M^fttfcy $*~ c v*^ &sjc*s*t[/ a 

grain supplier countries. inriigifc» i liiaL -Uimir wlll^u e *' 

ciiRcf.n«-i'n( r ' 4 r i i M m i ii¥ limit] n i l u ij ii u iii 1 ani tity i 

Compatibility wita Foreign Policy , vne controls are 
essential to achieve U.S. national security and foreign policy 
objectives and are compatible witti ovcr.ilJ. U.S. policy toward 
the USSR, lor the reasons given above. 



Foreign Reaction . Many countries have expressed support 
for these actions by the United States* anu United States 
officials are urgently consulting with other suppliers to seek 
complementary actions. 

Economic Impact of Contro ls. The most significant cLLect 
of the control on U.S. exports relates to the 17 million tons 
of grain previously authorized for the Soviet Union, valued at 



about $2.3 billion. In FY 1978 U.S. exports of all 
age icultucal commodities to the USSR won. $1.9 oi LI ion, ana in 
FY 1979 $2.2 billion. Thc-C cxportK ciiiir.ti tutod 6.8 percent Of 
total U.S. agricultural exports in FY 1978 and 6>9 percerit in 
FY 1979. Grain exports accounted tot aw)atbO percent of the 
value of U.S. agricultural exports to the USSR in VY 1979. 
Soybeans accounted for another 15 percent. The U.S. providou 
65.1 percent ot Soviet grain imports in FY 1978 and 77.8 
percent in FY 1979. 

Total Soviet grain utilization is estimated at 231 million 
metric tons from July, 1978 to June, 1979 , and — prior to 
imposition or these restrictions — was projected to be 228 
million tons for July, 1979 to June r 19d0. U.S. grain exports 
(11.1 million tons) accounted lor 4.8 percent oC the 1978/1979 
Soviet use. Prior to those restriction!;, U.S. exports were 
projected to provide 11.2 percent or tne Soviets 19 79/198U 
utilization (25^5 million tons). ^ 

The United States is the world's largest exporter ot wheat 
ana corn and will remain so even atitct Lho suspension of 
agricultural commodity export s to the Soviet .Union. The United 



States has hjjirr tin Irrt '" i mp rninil Mf inn' with other 
governments to^ r m iy rirQ uf h i f pu ju i L > i li4y that other suppliers 
woula. taKe advantage of U.S. action to build up their own 
competitive position at U.S. oxpenso. because -the -export- 



restriction has been imposed on agricultural commodities 
destined to the USSR in response to a Soviet act of aggression 
and on the basis of fundamental U.S. national security and 
foreign policy interests, it is unlikely that such action will 
diminish the overall reputation of the United States as a 
reliable supplier. 




:t to soybeans and soybean products.) cl i»h'L i., i.J ..T^L yt 
mti rt llj jrnurr foreign availability* ^fhe availability 



With respect to foreign availability of wheat and corn ,/ th e 
United States is the major supplier of these commodities in 
world trade j At this t imeT; it appears that there are limited 
additional supplies available in the world market. With 

respect 

rrnntirillj Qrnitrr foreign availability^ 
of these commodities to the Soviet Union will depenu thfrrcfarc 
upon the cooperation ot toreign supi>l ier;.^?" /£Jl*&**1*^& Jl^~Ur 

r <t • *~- — ' 

In the absence ot* offsetting domestic policies the 
restriction on agricultural exports to the USSR would have an 
economic impact primarily on grain farmers, on firms and 
employees in the grain sector, on certain rail and barge lines 
ana on communities in grain producing areas. 

Active consultations are underway with representatives of 
farm organizations and trading companies to assure that in the 
imposition of restrictions wo will reouco, to the greatest 
extent possiole, economic Loss ana disruption of markets-. 



Absent of f set ting action , i t Is est ii<«u tod tha t the restr ic tion< 
on the export of ag r icul t ur a 1 commod i t i or. to the Sov 16 1 Un ion 
would reduce 1980 farm income by approximately §3.0 billion. 

} '■,■',"-":■ 
■v 

The Secretary of Agriculture has been directed to take a 

dumber of actions, using authorities already available undor 
( 
current law, to ensure that the suspension of exports to the 

USSR will not fall unfairly on farmers ana on yrain marketing 

i 1 

systenyr. To assure that it does not, he has taken tne 

following actions: 



To prevent immediate market congestion 

The Department of Agriculture: 

o requestea that luturestrauincj in wheat ana coin ue 
suspended for the market days, January 7 and January 8; 

o has announced that it will purchase ut> to 4 million 
tons (150 million bushels) ol wheat* including the assumption 
of the contractual obligations^^up to J. 7 million tons (135 
million busnels) that will not be shipped to the Soviet Union; 

o is preparing to assume the contractual obligation 
ud to 10.0 million tons (395 million bushels) of corn. 



None of these grain purchases will be resold on the 
domestic market until it can he done without adversely 
affecting market prices* All contractual assumptions will oe 
made at prices that will protect against losses, but will not 
guarantee profits. 

V 

To fully offset the interme d iate te r m i mp acts of tiie suspension 
of sales the USSR 

The Department of Agriculture has taken action to: 

OS* 

o increse the wheat loan price to $2.50 ^oushel; 

o increase the corn loan price to $2.10 a ousnel, with 
comparable increases in loan prices for the other feed grains; 



o increase the reserve relearse price to .*/./o a bushel 
for wheat— representing 150 percent of* now loan price; 



o increase the reserve call price to $4.6j a bushel tot 
wheat — representing ibbi of the now loan price; 

o increase the reserve release price to $2.6J a husheL 
for corn — representing 125 percent ot tne new loan price; 

o incicaje the reserve call i>rice to Si.G'j a ou^nci Lor 
corn—representing 14 3 percent ol the now loan; 



o make comparable increases i.i reserve release •aiuV cuil 
prices lot the other feed grains; 

o waive first year interest costs for the next 1J 
million tons of corn (corn only) entering the reserve; 

o increase reserve storage payments from 25 to 26-1/2 
cents a bushel for all reserve commodities except oats, which 
is increased from 19 to 20 cents a bushel. 

To facilitate long-term supply and dem a nu adjustments 
Tfte Department of AgricuLtuie is now evaluating: 

o increased commercial grain exports, and iricreciuo^ food 
donations under P.L. 4d0 where appropriate; 

o increased production oi* Luol alcohols Crom grain and 
other agricultural commodities; 

o- acreage diversion programs-. 

These steps are intended to 61 use t the reduction in farm 
income and, assuming a suspension through 1980, will limit the 
reduction in value ot agt icul turu I expoL nt; to -'.approx i mat el y 
§2.0 to $2.25 bill ion (in:>te.ul ol 53 i/i i Lion) . It is 



anticipated that these actions will result in increased 
budgetary costs of $2.5 to $3,0 billion during VY 1980 and 
1981. Most of the increase in budget outlays will be 
associated with removal of wheat and corn from the market and, 
therefore, the budget impact will be lessened when these 
commodities move back into the market and loans are repaid or 
sales proceeds are obtained* 

Enforcement 

No unusual problem is anticipated in enforcing the control 
on United States direct sales of agricultural products. With 
respect to reexports from third countries to the USSR, the 
fungible nature of the commodities makes it somewhat difficult 
to control their ultimate destination.- The Department of 
Commerce will watcn this situation clos-.-Ly and wil l taice 
enforcement action in case of violations. 

Foreign Policy Consequences of d ot imposin g Controls 

If this ana other measures which havo immediate ana 
practical effect had not been imposed, United States reactions 
to Soviet aggresssion would have been limited largely to 
words* Vigorous and far-reaching action was required to 
confirm to the Soviets that they cannot with impunity engage in 
acts of aggression which threaten the security interests ol tne 
Unitea States. 



